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or minor child of a covered employee,
from:

(1) Investing in a publicly traded or
publicly available investment fund
which, in its prospectus, does not indi-
cate the objective or practice of con-
centrating its investments in the secu-
rities of System institutions or related
entities, if the employee neither exer-
cises control over nor has the ability to
exercise control over the financial in-
terests held in the fund;

(2) Having a legal or beneficial inter-
est in a qualified profit sharing, retire-
ment, or similar plan, provided that
the plan does not invest more than 25
percent of its funds in securities of
System institutions or related entities,
and the employee neither exercises
control over nor has the ability to ex-
ercise control over the financial inter-
ests held in the plan;

(3) Owning securities of System insti-
tutions held as a result of pre-existing
credit, as specified in §4001.104(b); or

(4) Owning any security pursuant to a
waiver granted under §4001.109.

§4001.104 Prohibited borrowing.

(a) Prohibition on employee borrowing.
Except as provided in paragraph (b) of
this section, no covered employee, or
spouse or minor child of a covered em-
ployee, shall seek or obtain any loan or
extension of credit from a System in-
stitution or from an officer, director,
employee, or related entity of a Sys-
tem institution.

(b) Exception. This section does not
prohibit a covered employee, or spouse
or minor child of a covered employee,
from retaining a loan from a System
institution on its original terms if the
loan was obtained prior to appointment
to a covered employee position. For
loans retained pursuant to this para-
graph, a covered employee shall submit
to his or her immediate supervisor, the
ethics liaison in his or her office, and
the DAEO, a written disqualification
from examining, auditing, visiting, re-
viewing, investigating, or otherwise
participating in the regulation or su-
pervision of the System institution
that is providing the retained credit.
Written disqualification shall be made
within 30 days of appointment to a cov-
ered employee position on a form pre-
scribed by the DAEO. Any renewal or
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renegotiation of a pre-existing loan or
extension of credit will be treated as a
new loan subject to the prohibition in
paragraph (a) of this section.

§4001.105 Purchase of System institu-
tion assets.

(a) Prohibition on purchasing assets
owned by a System institution. No em-
ployee, or spouse or minor child of an
employee, shall purchase, directly or
indirectly, an asset (such as real prop-
erty, vehicles, furniture, or similar
items) from a System institution or re-
lated entity, regardless of how the
asset is sold.

(b) Assets held or managed by the Cor-
poration or a receiver or conservator—(1)
Prohibition on purchase. No employee,
or spouse or minor child of an em-
ployee, shall purchase, directly or indi-
rectly, an asset (such as real property,
vehicles, furniture, or similar items)
that is held or managed by a receiver
or conservator for a System institution
or that is held by the Corporation as a
result of its provision of open bank as-
sistance to troubled System banks, re-
gardless of how the asset is sold.

(2) Disqualification. An employee who
is involved in the disposition of receiv-
ership or conservatorship assets, or as-
sets acquired by the Corporation as a
result of its provision of open bank as-
sistance to troubled System banks,
shall disqualify himself or herself from
participation in the disposition of such
assets when the employee becomes
aware that anyone with whom the em-
ployee has a covered relationship, as
defined in §2635.502(b)(1) of the Execu-
tive Branch-wide Standards, is or will
be attempting to acquire such assets.
The employee shall provide written no-
tification of the disqualification to his
or her immediate supervisor, the ethics
liaison in his or her office, and the
DAEO.

§4001.106 Restrictions arising from
the employment of relatives.

When the spouse of a covered em-
ployee, or other relative who is depend-
ent on or resides with a covered em-
ployee, is employed in a position that
the employee would be prohibited from
occupying by §4001.108(a), the employee
shall file a report of family member
employment with his or her immediate
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supervisor, the ethics liaison in his or
her office, and the DAEO on a form pre-
scribed by the DAEO. Notice shall be
made as soon as possible after learning
about employment already in existence
or in advance of known prospective em-
ployment. The employee shall be dis-
qualified from participation in any
matter involving the employee’s
spouse or relative, or the employing
entity, unless the DAEO authorizes the
employee to participate in the matter
using the standard in §2635.502(d) of the
Executive Branch-wide Standards.

§4001.107 Involvement in System insti-
tution board member elections.

No covered employee who is able to
participate in a System institution
board election because of System secu-
rities owned by virtue of retaining a
pre-existing loan or extension of credit
from a System institution in accord-
ance with §4001.104(b) shall take any
part, directly or indirectly, in the nom-
ination or election of a board member
of a System institution, other than by
exercising the right to vote. In addi-
tion, a covered employee shall not
make any oral or written statement
that may be reasonably construed as
intending to influence any vote in such
nominations or elections.

§4001.108 Outside
business activity.

(a) Prohibition. No covered employee
shall perform services, either on a paid
or unpaid basis, for any System insti-
tution or related entity, or any officer,
director, employee, or person con-
nected with a System institution or re-
lated entity. Nothing in this section
would prohibit covered employees from
providing any service that is a part of
their official duties.

(b) General requirement for prior ap-
proval. All employees shall obtain prior
written approval before engaging in
any outside employment or business
activity, with or without compensa-
tion, unless the outside activity is ex-
empt from the definition of ‘‘employ-

employment and

§4001.109

ment’”’ as set forth in paragraph (c) of
this section. An employee proposing to
engage in outside employment and
business activities is required, prior to
commencement, to send a written no-
tice of the proposed employment or ac-
tivity to the DAEO on a form pre-
scribed by the DAEO. Approval shall be
granted only upon a determination
that the employment or activity is not
expected to involve conduct prohibited
by statute, part 2635 of this title, or
paragraph (a) of this section.

(c) Definition. For purposes of this
section, ‘‘employment’” means any
form of non-Federal employment, busi-
ness relationship or activity involving
the provision of personal services by
the employee, whether or not for com-
pensation. It includes, but is not lim-
ited to, personal services as an officer,
director, employee, agent, attorney,
consultant, contractor, general part-
ner, trustee, teacher, or speaker. It in-
cludes writing when done under an ar-
rangement with another person for pro-
duction or publication of the written
product. It does not, however, include
participation in the activities of a non-
profit charitable, religious, profes-
sional, social, fraternal, educational,
recreational, public service, or civic or-
ganization for which no compensation
is received other than reimbursement
for necessary expenses.

§4001.109 Waivers.

The DAEO may grant a written waiv-
er from any provision of this part based
on a determination that the waiver is
not inconsistent with part 2635 of this
title or otherwise prohibited by law
and that, under the particular cir-
cumstances, application of the provi-
sion is not necessary to avoid the ap-
pearance of misuse of position or loss
of impartiality, or otherwise to ensure
confidence in the impartiality and ob-
jectivity with which Corporation pro-
grams are administered. A waiver
under this paragraph may impose ap-
propriate conditions, such as requiring
execution of a written disqualification.
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